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1. THE LAUSANNE CONFERENCE II. 


HEN this chronicle of the Lausanne Conference was inter- 
rupted on July 6th ('), there was little to indicate that a 
condition which appeared to be one of complete deadlock 

would, within seventy-two hours, become one of accord and harmony. 
It will be remembered that at that moment the “clean slate ”’ 
policy had been abandoned and that the Creditor Powers and 
Germany had agreed that the latter should make a final “ con- 
tribution” in the form of a bond issue to an international recon- 
struction pool. The point at variance was the sum to be contributed, 
the Creditors proposing R.M. 4,000 million and the Germans declaring 
that they could pay no more than half this amount. Eventually 
they agreed to increase this sum to R.M. 2,600 million, but asked 
in return for the abrogation of the war-guilt clause and the granting 
of equality in armaments. It was on this point that the deadlock 
occurred and a proposal to refer the dispute to the arbitration either 
of the President of the United States or the Permanent Court of 
International Justice was rejected by both Herr von Papen and 
M. Herriot. 


The moment was one of the most acute crisis. Mr. MacDonald, 
in an attempt to force an issue, announced that he could not delay 
his departure from Lausanne beyond the night of July 7th (*), and it 
seemed as though only a miracle could save the Conference. But 
the miracle did indeed occur and it was in a large measure due to 
the indomitable pertinacity of Mr. MacDonald himself. Throughout 
July 6th he toiled with almost superhuman energy to keep the 
Conference from shipwreck. On the one hand he maintained 
contact between the French and German delegations and on the 
other he kept the experts at work full time pounding out the last 
possible details of the final convention so that when the essential 
provisions had been agreed upon there should be no time wasted in 
fitting them into the great framework. 


As the result of his labours the points at issue began to narrow 
down. The French accepted the German figure but continued to 
haggle over political conditions. Equality of disarmament they 
rejected as out of court, the question being in a sense sub judice 
at Geneva, but they were prepared to consider the war-guilt clause. 
lhe Germans wanted a definite statement of abrogation, the French 
would only agreed to a tacit deletion. They had their own political 


(1) See BULLETIN OF INTERNATIONAL NEws. Vol. 1IX., No.1. (July 7th, 1932.) 
_ (2) It should be remembered that at every international Conference of major 
importance there is inevitably a moment of great crisis shortly before agreement is 
reached. It has become part of the technique of this phase of crisis that some one 
of the principal figures at the Conference gives notice that he cannot remain beyond 
acertain date. Lord Beaconsfield perfected this technique at the Congress of Berlin 
when he ordered his special train to be prepared for departure, and President Wilson 
effectively reminded his colleagues on critical occasions during the Peace Conference 
of Paris that the George Washington was waiting with steam up at Brest. The saying 
has been attributed to Mr. Lloyd George, ‘‘ anyone can produce a crisis, the thing is 
‘o produce it at the right moment.” 
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conditions also. They revived the old proposal of a “ political 
truce ’’—aimed at obtaining a temporary cessation of German 
propaganda in the matter of the Polish frontier and the Corridor— 
and this the Germans were prepared to discuss under the title of a 
‘consultative pact.’”’ It may be observed that words played an 
exceptionally important part in the Lausanne Agreement. 


July 7th passed in desultory bargaining and disputation, but 
though no agreement was reached, Mr. MacDonald considered the 
negotiations to be in a sufficiently delicate condition for him to 
cancel his departure. Suddenly, in the late evening, events began 
to move with dramatic rapidity. M. Herriot and M. Germain- 
Martin dined with Mr. Neville Chamberlain and Mr. Runciman, 
and by the time the French delegates left about midnight a new 
proposal had been submitted to the Chancellor and Baron von 
Neurath who arrived almost at once. Feverish negotiations con- 
tinued throughout the early hours of July 8th between Mr. 
MacDonald and the Germans on the one hand and Sir John Simon 
and the French on the other. By 3 o'clock a sufficient degree of 
agreement had been reached to justify the negotiators in going to 
bed. The conversations were renewed in the morning, and com- 
plete agreement was reached at a plenary meeting of the Conference 


the same night. 


The agreement itself, to be known to history as the Lausanne 
Convention,(') is in the form of a Final Act with five annexed in- 
struments. The first is an Agreement with Germany. By this 
reparations are cancelled and Germany—of her own volition— 
undertakes to make an eventual contribution by means of a bond 
issue to the amount of R.M. 3,000 million (£150 million), but only 
after the termination of a three year moratorium. The proceeds 
of the bonds issued are to be placed to a special account, “‘ the alloca- 
tion of which shall be settled by a further agreement in due course 
between the Governments, other than Germany, signatory to the 
present Agreement.’’ The bonds are to be deposited with the Bank 
for International Settlements at once, but during the moratorum 
period they will bear no interest. At the expiration of this period 
the issue of bonds is to be made at the discretion of the Bank, and 
only if the operations can be carried out without disturbing normal 
economic relations or endangering Germany’s credit. In any case 
the issue cannot take place until German Government securities 
are on a 5 per cent. basis or better. The issue price of the bonds 
must not be less than go, and they will bear interest at 5 per cent. 
and I per cent. amortization, thereby extinguishing the obligation 
in 37 years after the date of issue—presumably therefore in 1972. 
The whole of the issue operation will cease in twelve years from the 





(1) Cmd. 4126. For text of principal articles see Appendix, p. 15. 
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date of issue—t.e., in 1947, and any bonds unissued at that date 
will be destroyed. 


Annex II. prolongs, in respect of German payments, the declara- 
tion of the Six Powers made on June 16th, and subsequently ad- 
hered to by all parties to the Conference, suspending payments 
during the duration of the Conference. This prolongation is made 
for the transitional period which must elapse between signature and 
ratification or until one of the Six Powers notifies the other signatory 
States that it has decided not to ratify. The second article provides 
for the initiation of negotiations between the German Government 
and the Bank for International Settlements regarding the necessary 
adaptation of machinery governing the discharge by the German 
Government of its obligations in respect of the Dawes and Young 
Loans. The third article sets up a Committee of representatives 
of the German Government and other Governments concerned to 
draw up proposals regarding the execution, by means of deliveries 
in kind, of contracts and works of construction. 


There follows an Annex III, a Resolution on non-German 
Reparations, recommending that a Committee of experts be set up to 
consider this and cognate questions, and providing that, in order 
that the committee may be able to carry on its work thoroughly 
and undisturbed, the payments involved shall be reserved until 
December 15th, 1932, failing a settlement before that date. 


By Annex IV it is agreed, with a view to achieving the financial 
and economic reconstruction of Central and Eastern Europe, to 
appoint a Committee which shall submit proposals to the Com- 
mission of Enquiry for European Union as to those measures which 
it may consider advisable for meeting difficulties of transfer and 
arising out of exchange control, and stimulating trade activity 
with special reference to the low price of cereals.(*) 


The fifth and final Annex refers to the summoning of a World 
Economic Conference. It will be remembered that the terms of 
reference of the Lausanne Conference included not only the con- 
sideration of the Reparation problem in the light of the Basle 
Report, but also of “‘ the measures necessary to solve the other 
economic and financial difficulties which are responsible for and may 
prolong the present world crisis.” The Conference, however, 
decided to concentrate all its efforts on achieving a solution of the 
first problem and to shelve consideration of the second until it could 
be referred to an Economic Conference The Annex embodies the 
results of the discussions of the Ministers of Commerce present at 
Lausanne. It gives expression to the decision to invite the League 
of Nations to convoke a world conference on monetary and economic 





(1) The Committee is to consist of two representatives each appointed by the 
Governments of Austria, Belgium, Bulgaria, Czechoslovakia, France, Germany, 
a ae, Greece, Hungary, Netherlands, Poland, Rumania, Switzerland and 

ugoslavia. 
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problems and recommends, in the meantime, an examination of the 
problems by a committee of experts (which will doubtless divide 
into two sub-committees on monetary and general economic 
questions), to consist of two representatives of each of the six inviting 
Powers, three financial and three economic members nominated 
by the League Council, two financial members appointed by the 
Bank for International Settlements, and representatives of the 
United States, if that country accepts the invitation to appoint 
members. 

The Agreement with Germany is preceded by a General Declara- 
tion in which the Powers recognise at the same time the legal 
validity of the Hague Agreement and the complete cancellation 
of reparations. No mention is madeof war guilt, but the signatories 
aver that there will transpire from the deliberations of Lausanne 
‘“‘a new order” permitting the establishment and development of 
confidence between nations in a mutual spirit of reconciliation, 
collaboration, and justice. The Declaration concludes with the 
statement that this “ new effort in the cause of real peace . . . can 
only be complete if it is applied both in the economic and in the 
political sphere ’’ and if all possibility of resort to arms and violence 
is rejected. The signatory Powers also undertake to make every 
effort to resolve the problems which exist at the moment or may arise 
subsequently ‘‘ in the spirit which has inspired the present Agree- 
ment.”’ 

It will be realised that in the final text of the Agreement there 
is no mention of Germany’s contribution to a general pool and that 
the disposal of the fund is left to the Creditor Powers. Whether 
this omission was intentional or whether in the excitement and hurry 
of getting out the final draft it was merely overlooked, the effect of 
its absence was viewed with a critical eye in Germany. 


The formal signature of the Lausanne Convention took place on 
July oth in the hall of the Beau Rivage Hotel. At the opening of 
the final session Mr. MacDonald read an important declaration 
submitted to the Conference by Sir John Simon, M. Germain-Martin 
and Signor Mosconi, to the effect that the temporary prolongation 
of a moratorium on inter-allied debts contained in the declaration 
of June 16th (which the Lausanne Convention prolongs in the case 
of reparations) would be extended until the ratification of the present 
Agreement.('). The signing of the Convention then followed, the 
delegates using the seal of the City of Lausanne, first used in 1525. 





(1) This decision was embodied in an exchange of notes between Great Britain 
France and Italy (Cmd. 4129), in which the former regretted the impossibility, in 
actual circumstances, of cancelling or modifying the War Debt Settlements. While 
the moratorium is extended until the ratification of the Lausanne Agreement, in the 
event of its non-ratification the legal position would revert to that which existed 
under the Hague Agreements and the War Debt Funding Settlements, in which 
case the British, French and Italian Governments ‘‘ would have to examine together 
the de facto situation thus created.” 


38 




















nt 


ain 

_ in 
hile 
the 
ted 
rich 
her 

















7 


In his valedictory speech Mr. MacDonald declared that “ our 
work has put a new page in history, not the end of a chapter, but 
the beginning of a new book.” ‘‘ We have opened a new book. 
There are no more Reparations. Those great payments of sums 
which represented no transfer of goods have not been a punishment 
to one nation, but an affliction to all.” The burden imposed on 
Germany had had disturbing effects on world trade. Lands as far 
flung as New Zealand and Australia had been disturbed, and a nation 
as self-contained as the United States was as hard hit as ourselves. 
‘Europe cannot exist alone. The agreements signed here must 
have a response elsewhere,” the last remark being interpreted as a 
hint to the United States. 


What then does the Lausanne Convention mean, apart from 
essential provision for the cancellation of reparations? To this 
country it means the loss of some £19,000,000 a year on account of 
reparations and a similar sum on account of war debt payments 
which have been suspended. At the same time a payment of some 
£38,000,000 is due annually to the United States, repayment of 
which begins again on December 15th of this year. In the case of 
France, the amounts involved are equally great, as a previous annual 
surplus of £16,000,000 will become a deficit of £12,000,000—the 
amount of the payment due from her to the United States. 


What the future policy of the United States will be is, 
consequently, a question of critical importance and must inevitably 
exert a vital influence on the success or failure of the arrangements 
entered into at Lausanne. This was recognised by the representa- 
tives of the European Creditor Governments and attached to the 
Lausanne Agreement and dated July 2nd, though it was not made 
public until July 14th is a Procés-verbal, the text of which, in view 
of its importance, is here given in full. 


‘“ The Lausanne Agreement will not come into final effect until after 
ratification as provided for in the Agreement. So far as the Creditor 
Governments on whose behalf this Procés-verbal is initialled are 
concerned, ratification will not be effected until a satisfactory settle- 
ment has been reached between them and their own creditors. It 
will be open to them to explain the position to their respective Parlia- 
ments, but no specific reference to it will appear in the text of the 
agreement with Germany. Subsequently, if a satisfactory settlement 
about their own debts is reached, the aforesaid Creditor Governments 
will ratify and the agreement with Germany will come into full effect. 
But if no such settlement can be obtained, the agreement with 
Germany will not be ratified ; a new situation will have arisen and 
the Governments interested will have to consult together as to what 
should be done. In that event, the legal position, as between all 
the Governments, would revert to that which existed before the 
Hoover Moratorium. 


(1) Cmd. 4129. 
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The German Government will be notified of this arrangement.” 


This is the so-called ‘‘ Gentlemen’s Agreement,” the implications 
of which are discussed more fully below. In the same connection 
may also be noted the question raised by Herr von Papen at the 
Plenary Meeting on July 8th as to what procedure it was proposed 
to follow in the event, which he recognised to be improbable, of 
one of the Six Powers concerned not ratifying the Agreement. To 
this the Chairman (Mr. Ramsay MacDonald) replied :— 

“T am happy to be able to put this on record. It would be most 
inadvisable, and very difficult, to embody it in the Annex, but the 
Declaration I am now making on behalf of the Inviting Powers will, 
I think, be sufficient. It is that in the event of any inability to fulfil 
this Agreement and its Annexes, a further Conference will be held.” 


In many ways the most important provisions of the Lausanne 
Convention are those covering the transitional period prior to 
ratification. During that period neither Reparations nor War 
Debts will be paid in Europe, and in view of the fact that payments 
to the United States have to be resumed and are shortly due, the 
question arises how long is this period to last ? It is round this 
question that controversy at present ranges. 

Scarcely had the news been received of the successful conclusion 
of the Lausanne Agreement when rumours began to circulate con- 
cerning a ‘‘ Gentlemen’s Agreement ’”’ which had been concluded 
between Great Britain, France, Italy and Belgium for some joint 
or simultaneous ratification of the Convention to take place 
subject to a satisfactory settlement between each of these 
Powers and the United States. It was intended that the in- 
dividual interests of each Power would thus be safeguarded in 
the event of a refusal on the part of the United States to consent to 
a sufficient remission of the general Debts. Apart from a guarded 
reference in the Times of Saturday, July roth, there was no hint 
of the existence of this instrument in the British Press. On the 
same evening, however, the Temps, and on the following day the 
Matin, Journal and Petit Parisien, disclosed the fact that such an 
agreement existed.! “‘ The Gentlemen’s Agreement,” said the 
Matin, is a link which has been not only clearly established, but 
openly avowed between Lausanne and the adjustment of the 
American Debt, it is the expressed condition of the ratification of 
the Agreement by the Parliaments, and if there is no settlement 
of the American Debt the Lausanne Treaty will be considered null 
and void. Further, if there is no settlement the Young Plan 
would be legally the only system of fixing the actual payments 
of Germany. 

(1) The Manchester Guardian commenting editorially on the ‘‘ Gentlemen's 
Agreement ” on July 13th stated that ‘‘ statesmen should have realised by now that 


secret diplomacy is not only pernicious, but is, in view of the relations between the 
French Government and the Press, impracticable.” 
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Subsequently the English Press began to be concerned. On 
Monday two papers of such antagonistic political standing as the 
Morning Post and the Daily Herald found themselves in agreement 
in expressing and condemning this secret understanding. 


The Lausanné Debate in the House of Commons was fixed for 


_ the night of July 12th, but on the previous evening Mr. Churchill 


launched an attack on the work of the Conference which he declared 
had been nullified by the secret agreement, and had merely become 
a restatement of the Balfour Declaration of 1922. 


When Mr. MacDonald met the House on 12th July he found 
that much of the enthusiastic reception with which he had been 
met on his return to London on Sunday had evaporated and had 
given place to a degree of uncertainty and even suspicion. 


The House was only too anxious to applaud the work done by 
the Conference in connection with the termination of Reparations 
on which there was very little clash of opinion save that many 
regarded the abandonment by the British Government of their 
policy of the clean slate as regrettable. But there is inherent in 
the British character a dislike and distrust of secret diplomacy 
which found its last outlet in a protest against the circumstances 
in which the Anglo-French Naval Compromise of 1928 was 
arrived at. 


Mr. MacDonald ably defended the actual Lausanne Convention ; 
he was less convincing, however, when dealing with the ‘‘ Gentlemen’s 
Agreement.”’ He drew attention to his statement to the German 
Chancellor at the close of the final Plenary Session and declared that 
the Agreement went no further than that, and that failing a settle- 
ment with the United States there would be no ratification and there 
must be another Conference. 


Mr. Lloyd George made a trenchant attack upon the Convention 
in general and the ‘‘ Gentlemen’s Agreement ”’ in particular, and 
demanded that it, as well as the text of the Convention, should be 
laid before the House, to which Sir John Simon replied that H.M. 
Government had already asked the other Governments to assent to 
its publication and reaffirmed that it merely interpreted the fact 
that since German Reparations had been a global payment the 
ratification of the releasing creditors must be in common and that 
the German Delegation had expressly declared that they thoroughly 
understood the reasons for this Agreement. 


The effect upon the United States has not been a happy one. 
As early as June 21st, the circulation of rumours forced the Secretary 
of State to make a formal declaration that there was no truth what- 
ever in the statements from London that the American Government 
or its representatives had had no negotiations or made no suggestions 
as to Debt questions at Lausanne or Geneva . . . the American 
representatives at the Geneva Conference were dealing solely with the 
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question of Disarmament. But these rumours had increased and 
had had the effect of re-emphasising the suspicion of Europe in the 
minds of Congress, and of re-affirming their opposition to any Debt 
reduction. 


On July 9th Senator McKellar of Tennessee introduced a Resolu- 
tion declaring that Congress alone was empowered to modify Debt 
Agreements and that it was the will of Congress that such modifica- 
tion should not be made. The rumours of the “ Gentlemen’s 
Agreement ”’ merely had the effect of stiffening this attitude, and 
again the State Department, on 7th July, had to repeat that the 
official attitude of the United States Government had undergone 
no alteration from that announced by Mr. Hoover in his Moratorium 
statement of 2oth June, 1931, which declared that he did not 
approve in any remote sense of the cancellation of Debts. Never- 
theless Senator McKellar introduced a further Resolution calling 
upon the President to make a statement as to whether there had 
been negotiations or not regarding the question of War Debts. 

With a view to clarifying the position President Hoover addressed 
to Senator Borah a letter, made public on July 14th, in which he 
said :— 

“T wish to make it absolutely clear that the United States have 
not been consulted regarding any agreements reported by the Press 
to have been concluded recently at Lausanne, and that, of course, it 
is not a party, nor in any way committed to any such agreement. 

While I do not assume it to be the purpose of any of these agree- 
ments to effect the combined action of our debtors, if it shall be so 
interpreted, then I do not propose that the American people shall be 
pressed into any line of action or that our policy shall in any way be 
influenced by such a combination, whether open or implied.” 

The official attitude of the Administration is one of embarrass- 
ment. Some other method of procedure would obviously been have 
preferred and in any case it is regretted that the ‘‘ Gentlemen's 
Agreement ”’ was not immediately and publicly made known. Such 
a course of action would have done much to allay suspicion in 
Congress and the press in the United States. Any formation of a 
“united front ’’ on the part of America’s debtors has always been 
viewed with disfavour in Washington. Any scaling down of Debts 
would, on the American side, be based on the capacity to pay of 
each individual European State. It will be recognised that the 
French capacity to pay is considerably greater than that of Great 
Britain and hence, apparently, the anxiety on the part of France 
for the ‘‘ Gentleman’s Agreement ”’ which will safeguard her interests. 


Explanations were also necessary on the other side of the 
Atlantic and, in view of misunderstanding caused by a reference in a 
speech by Mr. Neville Chamberlain to conversations with representa- 
tives of the United States, a statement was issued by the British 
Treasury on July 14th. This was to the effect that it had not been 
suggested that representatives of the United States had approved, 
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either tacitly or explicitly what was done at Lausanne. It was 
added that proceedings there were throughout on the basis that the 
right course was to seek a European solution of reparations without 
involving the United States in the discussion. 


Clearly the imminence of the Presidential Election must be taken 
into account as a factor influencing the attitude of the Administra- 
tion, but, in any case, the result of the disclosure of the ‘‘ Gentle- 
men’s Agreement’”’ has been to intensify the intractable mood 
already obtaining in Congress, and, rather than facilitating the 
situation, the effect of the Lausanne Agreement has been further 
to complicate it. 


The fact remains, however, that until ratification of the Lau- 
sanne Agreement takes place no European War Debts will be paid 
and that on December 15th the United States is due to receive 
$91,950,000 from Great Britain, $30,000,000 from France and 
$7,395,500 from Italy. To these sums must also be added the 
amount of the first instalments for the repayment of the annuities 
suspended by the Hoover Moratorium. 


Such is the position of the European Creditor Powers and the 
significance for them of the arrangements entered into at Lausanne. 


In the case of Germany, on the other hand, the financial gain is 
actually the reduction of her capital liability of £1,770 million 
under the Young Plan to £150 million under the new Agreement. 
But since Dr. Briining’s statement of January gth Germany has 
lived under the belief that reparations were at an end not only in 
name, but in fact, and that, in effect, no more payments of any 
kind were to be made. The financial gain therefore has been com- 
pletely discounted in Germany, to whom the Lausanne Agreement 
comes as a great disappointment, more particularly as it brought 
no political gains or concessions. 


It was doubtless in an effort to palliate this that Herr von Papen 
issued his communiqué on July 8th. ‘ The final abolition of 
reparations,” he said, “‘ completely restores our economic and 
financial independence, and complete abolition of all restrictions 
which have so far existed under the Young Plan . . . and the 
complete restoration of our internal sovereignty has been brought 
about . . . The result of Lausanne and the deliverance from 
the fetters of reparations open a new era between the nations. 
The negotiations have been closely connected with the discussion 
of political questions concerning Germany’s equality of right which 
the Treaty of Versailles denied her. Though there is no mention 
of these problems in the agreement, they have been further advanced 
o the way of their solution and they will be brought up again in the 
uture.”’ 
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But this was cold comfort to a people who had expected complete 
emancipation, both political and financial, from their state of Treaty 
inequality, and the Lausanne Agreement was received with frank 
hostility in Berlin. “ The result of the Lausanne Agreement, as far 
as we know,” wrote the Tageszeitung on July 8th, “ cannot be 
welcomed by us. It means the continuation of political payments 
without economic returns and without a political condition which 
on the German side had rightly been formulated as necessary.” 
Next day it bluntly stated that “ Germany cannot fulfil the obliga- 
tions which Herr von Papen has shouldered.” The Bérsen Zeitung 
declared that “‘it is for us incomprehensible what could have 
induced the German delegation to abandon its point of view that 
the condition for final German payment must be the settlement 
of the political question.” Alone amongst the Nationalist press 
the Deutsche Allgemeine Zeitung welcomed the agreement which 
it felt no doubt “ paves the way for the world’s economic reconstruc- 
tion.” The Germania, the organ of the Centre Party, argued that 
Herr von Papen had assumed obligations which Dr. Briining had 
declared to be impossible and characterized the term “‘ reconstruction 
fund” as a mere fiction. The Kdlnische Zeitung demanded “ what 
Reichstag does von Papen expect to force to ratify this pact?” 
and Dr. Hugenburg’s Lokalanzeiger declared ‘‘ we pay nothing more, 


absolutely nothing.” 


The most important reaction, of course, is that of the Nazis, 
and that is one of deephostility. The V dlkischer Beobachter appeared 
on Saturday, July 9th, with a headline “ The Versailles spirit 
triumphed ” and a parade that afternoon of one hundred thousand 
Nazis in front of the Berlin Schloss, though ostensibly organised as 
an election meeting,rapidly became transformed into a demonstration 
against the Lausanne Agreement. In addressing a meeting Count 
Helldorf, the Berlin Storm Troopleader, declared that the confidence 
which many Germans had given to the Papen Government had been 
misplaced. ‘‘ Revealing incomprehensible weakness, Herr von 
Papen at Lausanne has approved proposals that we liberty-loving 
Germans never endorsed,” and Dr. Goebells stated that the National 
Socialist Party did not consider itself bound by the agreement since 
Herr von Papen had no authority to sign it. Finally, Herr Hitler 
announced on Sunday, July roth, that ‘‘in three weeks’ time the 
Lausanne Agreement will not be worth three marks.”’ 


There is ample evidence, therefore, that the attitude of benevolent 
neutrality which the Nazis assumed towards the Papen Government 
in its earlier days is rapidly becoming defiant and hostile. The 
General Election will be fought on the Lausanne Agreement and there 
is very real danger that when the new Reichstag is elected on July 
31st there will be a majority against ratification. Not only is the 
Right opposed to the Agreement but the Centre believes it impossible 
of execution and the Communists, for other reasons, are equally 
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hostile, and the stability of the Papen Government will be seriously 
challenged as soon as the Reichstag meets. 


Arising out of the negotiations at Lausanne but, as Sir John 
Simon emphasised in his statement in the House of Commons 
“having no organic connection either with the Lausanne Con- 
vention or with the ‘ Gentlemen’s Agreement,’ was another accord, 
the announcement of which was made on July 13th. Before com- 
municating the text to the House Sir John Simon explained that the 
Declaration represegted an attempt “ to formulate the expression 
of the new political spirit which was illustrated at Lausanne, and 
which will be so valuable if it can be preserved in future.’’ This was 
no supplementary agreement. ‘‘ Indeed,’ he added, “it is no 
substantive agreement at all, but it is an invitation to adopt candid 
and open relations and discussions to which we hope all the leading 
European Powers will respond.” 


The following is the full text of the Declaration! :— 

In the declaration which forms part of the Final Act of the 
Lausanne Conference the signatory Powers express the hope that 
the task there accomplished will be followed by fresh achievements. 
They affirm that further success will be more readily won if nations 
will rally to a new effort in the cause of peace, which can only be 
complete if it is applied both in the economic and political sphere. 
In the same document the signatory Powers declare their intention 
to make every effort to resolve the problems which exist at the 
present moment or may arise subsequently in the spirit which has 
inspired the Lausanne Agreement. 

In that spirit His Majesty’s Government in the United Kingdom 
and the French Government decided themselves to give the lead 
in making an immediate and mutual contribution to that end on 
the following lines :— 

1. In accordance with the spirit of the Covenant of the League 
of Nations they intend to exchange views with one another with 
complete candour concerning, and to keep each other mutually 
informed of, any questions coming to their notice similar in origin 
to that now so happily settled at Lausanne which may affect the 
European régime. It is their hope that other Governments will join 
them in adopting this procedure. 

2. They intend to work together and with other Delegations at 
Geneva to find a solution of the Disarmament question which will 
be beneficial and equitable for all the Powers concerned. 

3. They will co-operate with each other and other interested 
Governments in the careful and practical preparation of the World 
Economic Conference. 

4. Pending the negotiation at a later date of a new commercial 
treaty between their two countries they will avoid any action of 
the nature of discrimination by the one country against the interests 
of the other. 


In his remarks the Foreign Secretary drew attention to the 





(1) Cmd. 4131. 
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fact that in no sense—apart from the fourth paragraph—was the 
declaration special or exclusive and that in the case of the first 
three paragraphs the invitation was general to the other principal 
countries in Europe “ to declare their adhesion to the rule that we 
will endeavour to promote political appeasement in Europe by open 
and friendly discussion on all grounds of difference by seeking a 
solution at the Disarmament Conference that shall be benejficial 
and equitable to all ’’—Sir John Simon laid special stress upon these 
two words—‘‘ and by co-operating in the preparation for the all 
important world economic conference . . . in connection with which 
we hope to have the advantage also of American assistance.” 


Before making this statement in the House of Commons, the 
Foreign Secretary had seen the diplomatic representatives of Belgium, 
Germany and Italy and extended to their Governments an invitation 
to associate themselves with the declaration. It was strongly 
emphasised that there was no intention either of forming, on the 
one hand, an Anglo-French bloc directed against Germany or, on the 
other, of creating a united European front against America. 

Though its reception was generally favourable, the announcement 
naturally led to a certain amount of comment in the foreign press. 
While there was a tendency in France to welcome it as a “ healthy 
revival of the Entente Cordiale ”’ and also, in some cases, as covering 
the question of debts to America, in Germany and in the United 
States there was equally an inclination to criticise it on these very 
grounds. In order to clear up misapprehensions an official statement 
was issued from 10, Downing Street on July 14th. This pointed 
out that other Governments had been invited to adhere to the 
Declaration and that there was “ no truth in any statement that it is 
applicable to the question of British debts to the United States. 
The use in the Declaration of the words ‘ European régime ’ expressly 
excludes from its purview any questions affecting non-European 
countries.”’ 

That such a statement was necessary may well be judged from 
the fact that the Declaration seems to be subject to a somewhat 
different interpretation on the other side of the Channel. M. 
Herriot’s remarks before the Foreign Affairs and Finance Committees 
of the French Chamber are significant. Describing it as a revival 
of the “ Entente Cordiale,’”’ and as the opening of a new era in 
Franco-British relations, he is reported to have said that in future 
no problem affecting the interests of the two countries would be 
treated separately. Its immediate consequence would be that 
Great Britain could not, as in 1923, undertake in future to make 
payments to the United States for the settlement of debts without 
previously consulting the French Government. A certainty, he 
added, of a concerted attitude is henceforth an acquired fact, which 
will facilitate success in the negotiations with Washington. While, 
in the course of a communication to Sir John Simon, referred to by 
the latter on July 14th, M. Herriot stated that he did not regard 
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the initiative as a contribution towards an Anglo-French Pact, but 
purely as a plan of European procedure, his statement above may 
still be taken as a significant indication of the manner in which 
French policy would like the Declaration to be interpreted. 


While the Belgian and Italian Governments' immediately gave 
their adherence to the Declaration—the latter noting without 
laying undue stress upon the divergences of interpretation—the 
German Government was more critical. A clear interpretation 
of the aims of the “ consultative pact ’’—as Germany prefers to 
call it—was considered essential, as also was an assurance that it 
would not be exploited for the formation of a ‘‘ united front ”’ against 
either the United States or Soviet Russia and would not in any 
way limit Germany’s freedom of action or the raising by her of 
political issues and the questions ventilated at Lausanne. En- 
quiries in this sense were made at the Foreign Office on July roth. 


As to how far the Lausanne Conference has been a step forward 
or backward it is at present impossible to say. Events alone can 
show what practical achievements have been made. At the moment 
we can only agree with the comment of Pope Pius XI “ C’est peu, 


mais c'est toujours quelque chose.” 
J. W. W-B. 
S.A.H. 


APPENDIX. 
The following is the text of the principal articles of the Lausanne 


Convention :— 
ARTICLE I. 

The German Government shall deliver to the Bank for International 
Settlements German Government Five per Cent. Redeemable Bonds to 
the amount of 3,000,000,000 Reichsmarks gold of the present standard 
of weight and fineness, to be negotiated under the following arrange- 
ments :— 

(rt) The Bank for International Settlements shall hold the bonds as 
trustees. 

(2) The bonds shall not be negotiated by the Bank for International 
Settlements before the expiry of three years from the signature of the 
present agreement. Fifteen years after the date of the said signature 
bonds which the Bank for International Settlements has not been able 
to negotiate shall be cancelled. 

(3) After the above period of three years the Bank for International 
Settlements shall negotiate the bonds by means of public issues on the 
market as and when possible, in such amounts as it thinks fit, provided 
that no issue shall be made at a rate below go per cent. 

The German Government shall have the right at any time to redeem 
at par, in whole or in part, the bonds not yet issued by the Bank for 
International Settlements. 


(1) The Polish Government adhered on July 18th. 
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In determining the terms of issue of the bonds the Bank for Inter- 
national Settlements shall take into account the desirability of giving 
nar Government the right to redeem the bonds after a reasonable 
period. 

(4) The bonds shall carry interest at 5 per cent. and sinking fund at 
I per cent. as from the date on which they are negotiated. They shall 
be free of all German taxes, present and future. 

(5) The proceeds of the bonds, as and when issued, shall be placed to 
a special account, the allocation of which shall be settled by a further 
agreement in due course between the Governments, other than Germany, 
signatory to the present agreement. 

(6) If any foreign loan is issued by the German Government, or with 
its guarantee, at any time after the coming into force of the present 
agreement the German Government shall offer to apply up to the equiva- 
lent of one-third of the net cash proceeds of the loan raised to the pur- 
chase of bonds held by the Bank for International Settlements. The 
purchase price shall be such that the net yield of the bonds so purchased 
would be the same as the net yield of the loan so raised. This paragraph 
does not refer to loans for a period of not more than 12 months. 

(7) If, after the expiry of five years from the signature of the present 
agreement, the Bank for International Settlements considers that the 
credit of the German Government is restored, but the quotation of its 
loans remains none the less below the minimum price of issue fixed under 
paragraph 3 above, the minimum price may be varied by a decision of 
the Board of the Bank for International Settlements, which decision shall 
require a two-thirds majority. Further, at the request of the German 
Government, the rate of interest may be reduced below 5 per cent, if 
issue has been made at par. 

(8) The Bank for International Settlements shall have power to settle 
all questions as to the currency and denomination of bond issues, and 
also all questions as to charges and costs of issue, which it shall have the 
right to deduct from the proceeds of the issue. 

In conclusion, in questions relating to the issue of bonds the Board of 
the Bank for International Settlements shall take the advice of the Presi- 
dent of the Reichsbank. But decisions may be made by a majority 
vote. 
(9) The text of the bonds will be settled by agreement between the 
German Government and the Bank for International Settlements. 


ARTICLE 2. 

On its coming into force the present agreement will terminate and be 
substituted for the reparation régime provided for in the agreement with 
Germany signed at The Hague on January 2oth, 1930, and the agreements 
signed in London on August roth, 1930, and at Berlin on June 6th, 1932. 
The obligations resulting from the present agreement will completely 
replace the former obligations of Germany comprised in the annuities 
of the “ new plan.”’ 

ARTICLE 3 provides for the abrogation of Articles 1, 2, 4, 5, 7, 8, 9 and 
12 and Annexes I., III., IV., Va., VI., VIa., VII., [X., Xa., of The Hague 
Agreement of 1930 and (ARTICLE 4) of the Protocols of London(') (August 
11th, 1931) and of Berlin (?) (June 6th, 1932). The provisional receipts 

(1) Relating to the application of the Hoover Moratorium and the repayment 


of the suspended annuity. 
(2) Relating to the rate of interest chargeable on the suspended annuity and 


raising it from 3 per cent. to 4 per cent. 
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handed to the B.I.S. under the London Protocol are to be returned to 
the German Railway Company. ARTICLE 5 provides for the return to 
the German Government and German Railway Company respectively 
of the debt certificates, with coupons attached, referred to in Article 7 
and Annexes III. and IV. of the Hague Agreement of 1930. ARTICLE 6 
states that Article 3 (Liquidation of the Past) and Articles 6 and 10 
(corporate existence and immunities of the B.I.S.) of the Hague Agreement 
are not altered or affected. 
ARTICLE 7. 

“ The Signatory Governments declare that nothing in the present 
Agreement diminishes or varies or shall be deemed to diminish or vary 
the rights of the bondholders of the German External [Dawes] Loan, 
1924, or of the German Government International 54 per cent. [Young] 
Loan, 1930.” 5 

(Any necessary adaptation of the machinery relating to the manner in 
which the obligations of the German Government with respect to these 
two Loans will be discharged, will be subject to mutual arrangement 
between the German Government, the B.I.S. and the Trustees of the 
Loans.) 

(ARTICLE 8 concerns the notification of the coming into force of the 
Agreement.) 

ARTICLE 9. 

“Any disputes, whether between the Governments signatory of the 
present Agreement, or between one or more of those Governments and 
the Bank for International Settlements, as to the interpretation or applica- 
tion of the Agreement shall be referred to the Arbitration Tribunal set 
up under Article 15 of the Hague Agreement with Germany. The relevant 
provisions of that Article and of Annex XII. of the said Agreement will 
for this purpose be applicable.” 

(ARTICLES 10 and 11 provide for ratifications and accessions. As 
soon as the Agreement has been ratified by Germany, Belgium, France, 
Great Britain, Italy and Japan, it shall come into force between them, 
and in respect of such other signatory Governments whose ratifications 
have been deposited or notified.) 





II. FORTHCOMING EVENTS. 


July 25th-29th Fifth International Congress of Society for Com- 
mercial Education ‘on - deo oun 


July 29th 
to 6th World Conference of the New Education Fellow- 


Aug. 12th ship .. 
a * a } 
24th Esperanto Conference ... ése pare oo «Paris 
Aug. “6th 
Aug. 8th-13th 37th Conference of International Law Association... Oxford 
»  8th-15th 14th Congress of International Confederation of 
Students... - sae oo << Bea 
15th *Permanent Central Opium Board aa oo ... Geneva 
22nd *Committee of Experts on Slavery... — ... Geneva 
Sept. 4th-r2th International Mathematical Conference ia ... Zurich 
$ *68th Session of the Council ... me oid ... Geneva 
26th *13th Session of the Assembly .. vee ° ... Geneva 
* League of Nations and Tutetnationel Labour Office. 


” 
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III.—CHRONOLOGY. 


Argentina. 


July 14th—Rupture by Uruguayan Government of diplomatic 
relations and offer by U.S.A. of mediation. (See Uruguay.) 

It was announced that the Government had issued a decree severing 
relations with Uruguay, stating that there was no justification for the 
Uruguayan action. 


Austria. 

July 5th.—It was announced in the Press that it was proposed to hold 
the official negotiations with the foreign creditors of the Credit Anstalt 
in Switzerland, to be attended, internal affairs permitting, by Dr. Dollfuss. 

July 11th—Extension of credit to National Bank by Bank for Inter- 
national Settlements. (See Reparations.) 

July 15th—Adoption by League Council of protocol providing for 
issue of a loan. (See League of Nations.) 


Belgium. 


July 14th.—Announcement of acceptance of invitation to adhere to 
Franco-British Declaration. (See Great Britain.) 


July 18th.—The International Convention for the Lowering of 


Customs Barriers, concluded with the Netherlands and Luxemburg 
and initialled on June 16th, was signed at Geneva. The agreement provided 
for important tariff reductions and it was open to any Power to join 
on the basis of reciprocity. 


Brazil. 


July 18th.—In reply to an appeal that overtures should be made to 
the Sao Paulo insurgents on the basis of an immediate return to a con- 
stitutional regime, the President stated that the rebels’ demand for such 
a reform was a mere pretext. 


Canada. 


July 13th—The Prime Minister announced that, after long negotia- 
tions, the terms of the St. Lawrence Waterway Agreement with the 
U.S.A. had been satisfactorily settled. 


July 18th.—Signature in Washington of the St. Lawrence Waterway 
Treaty. (See U.S.A.) 


THE OTTAWA CONFERENCE. 

July 12th—In the British House of Commons, Mr. Thomas read 
the Agenda of the Conference. He stated that under general trade 
questions would be discussed trade and tariff policy and administration 
affecting Empire trade, including reciprocal tariff preference within the 
Commonwealth and extension to other parts of the Commonwealth of 
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tariff advantages accorded to foreign countries, export bounties and anti- 
dumping measures within the Commonwealth, interpretation of the most- 
favoured-nation clause, particularly with reference to the development 
of regional preferences and of systems of import quotas. Under monetary 
and financial questions he stated that consideration would be given to 
existing interrelations of various currencies and monetary standards of 
the Empire and of the desirability and feasability of taking steps to 
restore and stabilise the general price level and to stabilise exchanges. 


July 13th.—British delegation left England for Ottawa. (See Great 
Britain.) 


Chile. 


July 7th.—On the resignation of the other two members of his ruling 
Junta, Don Carlos Davila became acting President. 

The ex-President, General Don Carlos Ibanez, returned from his 
voluntary exile and was officially welcomed by the Junta. 

July 11th.—The Provisional President announced that the election 
of the Constituent Assembly would be held in October. 


China. 


INTERNAL AFFAIRS. 


July 14th.—It was announced that Communist bandits had captured 
Sinfeng, the Canton Government troops suffering heavy casualties. 


July 15th.—Fighting between the bandits and the Cantonese troops 
near Kwangtung continued and it was reported that Nanking troops had 
appeared and had assisted the Cantonese forces. 


July 18th—Official Japanese pronouncements re recognition of 
Manchukuo. (See Japan.) 


EXTERNAL AFFAIRS. 
July 5th——M. Schjoth, a Norwegian in charge of the Customs at 
Manchuli, was arrested on his way to Harbin. 

_ July 6th.—In the course of a statement on the Manchurian Customs 
dispute, the Foreign Minister declared that China could not agree to any 
settlement or compromise measure which would impair her political and 
administrative sovereignty in its integrity. He further stated that if 
China’s credit solvency should be seriously injured by the seizure of the 
Customs, then the Japanese supporters of the Manchukuo Government 


would be held responsible. 
Statement by Count Uchida re recognition of Manchukuo. (See 


Japan.) 
July oth—Statement by General Araki to Lytton Commission re 
future of Manchukuo. (See Japan.) 


Denmark. 


July 12th.—Formal annexation of Frederick VI Land by Norwegian 
Government. (See Norway.) 
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The Prime Minister declared that the occupation and annexation of 
Frederick VI Land by Norway was an incursion and constituted a violation 
of the Danish-Norwegian Agreement of 1924. 


July 18th.—Submission by Norway of East Greenland dispute to 
Permanent Court of International Justice. (See Norway.) 


Finland. 
July 7th—The President ratified the Finnish-Soviet Pact of Non- 
Aggression and Treaty of Conciliation. 


France. 


July 5th—Negotiations between the Finance Committee of the 
Chamber and the Budget Minister with a view to reaching a compromise 
and thus ending the deadlock, continued. The report of M. Lamoureux, 
Rapporteur of the Committee, was published. This report set out the 
counter-proposals of the Committee envisaging a conversion of rentes 
estimated to save 1I,200,000,000 f. annually. 

July 6th—The Foreign Affairs Committee of the Chamber, having 
discussed the work of the Lausanne Conference, decided to invite M. 
Herriot to appear before them to give an account of the results so far 
achieved. 

July 8th.—The Finance Committee, in consultation with the Budget 
Minister, submitted the financial proposals of the Government to further 
revision, a number of new projects being initiated. At the instance of 
M. Leon Blum, a proposal for saving 120,000,000 f. by suppressing for 
one year the grand manceuvres and the periods of supplementary annual 
military training of reservists was adopted in the face of severe opposition. 


July 11th—The Chamber began the discussion of the Government's 
financial proposals designed to cover the deficits of the 1932 and 1933 
Budgets. The proceedings opened with an appeal by the Budget Minister 
to pass the proposals without delay in view of the fact that the situation 
was growing very rapidly worse. An important amendment designed 
to prevent the inauguration of economies at the expense of military 
expenditure was defeated. 

July 12th—The Chamber passed the Government’s financial pro- 
posals in a largely amended form. After an urgent appeal by M. Herriot, 
the Socialist proposal for the suppression for one year of the periods of 
supplementary annual military training of reservists was defeated. The 
fact was emphasised that, as a result of the amendment of the original 
proposals, the Budget deficit would only be met in part. 

A Franco-British ‘‘ Agreement of Mutual Confidence ” was concluded 
at the close of a lengthy interview between M. Herriot and Lord Tyrrel. 


July 13th.—The text of the Franco-British Declaration was read by 
M. Herriot to a meeting of the Cabinet. (For the contents of this Declara- 
tion, see Great Britain.) 

In the course of a subsequent statement to the Foreign Affairs Com- 
mittee of the Chamber, relative to the Franco-British Declaration, 
M. Herriot declared that, for the future, questions effecting the interests 
of the two countries would no longer be dealt with separately, and that 
therefore Great Britain would not embark upon any debt settlement 
with the United States without previous agreement with France. 
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July 14th—The Quai d’ Orsay published the text of the Lausanne 
“ Gentleman’s Agreement.” 

Statement by Sir J. Simon in Geneva re Anglo-French Pact. (See 
Great Britain.) 

July 15th—The Senate adopted the Government’s proposals for 
balancing the Budget. 

July 16th.—The Chamber finally approved the Government’s financial 
proposals. 

July 17th.—M. Herriot, prior to the rising of the Chamber, made a 
statement on the Lausanne Agreement and the Franco-British Agree- 
ment. He emphasised the fact that the Lausanne Agreements were 
provisional : either the settlement agreed upon would prove satisfactory 
and would become definitive, or it would not, in which case the Young 
Plan would come into force again, under the safeguarding clause of 
which France would have the right to have the amount of the debt 
fixed by an arbitral tribunal. 


Germany. 

July 5th.—Agreement as to the expiration of the German-Swedish 
Maritime Treaty. (See Sweden.) 

The Supreme Court upheld the request of the Reich touching the 
temporary suppression of the Kdlnischer Volkszeitung, ruling, however, 
that the period of suppression should be for three instead of five days. The 
Court found that the newspaper’s statements had been calculated to 
bring the Chancellor into contempt and to endanger vital foreign political 
interests, 

July 6th—The Volksstimme, the leading Social Democratic organ of 
the Frankfurt district, was suspended by the Reich Minister of the 
Interior for a period of five days on the ground that it had published 
matter liable to bring the Chancellor and the Administration into con- 
tempt. 

July 7th—The last Note dispatched to the British Government 
relative to the restrictions on the import of British coal was published. 
It was disclosed that, in answer to complaints by Great Britain as to 
import restrictions, the plea had been put forward that British duties 
hampered German imports into Great Britain to a comparable degree. 
The Note had further suggested the submission of both these questions 
to an arbitral Court. The British answer to this Note was also received. 
It was understood that Great Britain refused to accept the contention 
that these two cases were on the same plane, and that she was not willing 
that the alleged German grievance should be submitted to arbitration. 


July 8th.—Final agreement reached at Lausanne. (See Reparations.) 
Broadcast by the Chancellor. (See Reparations.) 


July oth—Final Act of Lausanne signed. (See Reparations.) 


July 10th.—The delegation returned to Berlin from Lausanne. 

The reaction of the various Parties to the Lausanne Agreement 
appeared to be as follows. The moderate Parties, the supporters of 
Briining, were inclined to welcome the Agreement, the Catholic Centre 
Party hinting, however, that Briining would have obtained something 
rather more complete. Vorwdrts described it as a ‘“‘ victory for under- 
standing.” The Parties supporting the Government had, however, 
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little good to say of it. Both the Nazis and the Nationalists promised 
undying opposition to the terms agreed on. Herr Hitler, addressing a 
large audience in Bavaria, declared that the burden of three milliard 
marks imposed by the Act would within six months be worth three marks 
and Herr Hugenberg asserted that the Agreement in no way corresponded 
with National demands. 

Serious clashes occurred at Ohlau in Silesia, at Dessau in Anhalt 
and generally throughout the country between Nazis and Reichsbanner- 
men. 

July 11th—Herr von Papen submitted to the Cabinet a full report 
on the course and conclusion of the Lausanne Conference. The Cabinet 
endorsed the action of the delegation. Subsequently the Chancellor 
made a statement to the Press in the course of which he stressed the fact 
that the ‘“‘ War Guilt ” clause had been erased with the lapsing of Section 
VIII of the Versailles Treaty. Herr von Papen paid a tribute to the 
sympathetic attitude of Mr. MacDonald towards the removal of the 
causes which had led to the spiritual crisis from which the country was 
suffering. ‘ 

At an election meeting of the Centre and Bavarian People’s Party, 
held at Kaiserlauten in Bavaria, Herr Esser, Vice-President of the 
Reichstag and a member of the Centre Party, stated that the Centre 
and Bavarian People’s Party could not support the ratification of the 
Lausanne Agreement in the Reichstag and that this would be made 
clear during the election. 

Captain Réhm, in the course of evidence given in a Court of Law, 
stated that the Nazi Storm troops, by agreement with the Reichswehr 
authorities, made while the last Reichswehr Ministry was in office, were 
destined to be used for frontier defence. 


July 12th.—It was announced that 17 persons had been killed as 
the result of political disturbances over the week-end. 


July 14th.—The Chancellor visited the President at Neudeck and 
gave an account of the Lausanne negotiations, concerning the outcome 
of which the President expressed his satisfaction. 

July 15th.—On the return of the Reich Minister of the Interior from 
a visit to the President in East Prussia, it was understood that the 
project of appointing a Reich Commissioner for Prussia had been shelved. 
In this connection it was announced that the Nazi President of the 
Prussian Diet had formally requested the President to put Prussia 
under a state of emergency. 

Certain sections of the Press and of public opinion tended to criticise 
the Anglo-French Agreement both on the grounds of the methods of its 
conclusion and on the score that it might in a sense be interpreted as 
renewing the Entente Cordiale. There was also a prevalent feeling 
that Germany, before accepting the invitation to adhere to it, should 
obtain a clear assurance that it would not be exploited for the formation 
of an united front against either the U.S.A. or the U.S.S.R, and that it 
would not in any way prejudice the raising of the political claims venti- 
lated at Lausanne. 

July 17th—Considerable displeasure was manifested in the Press 
at the terms attached to the new Austrian loan, it being held that the 
accompanying protocol precluded anything in the nature of the Anschluss 
or even a Customs union for a period of twenty years. 
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A serious affray between Nazis and Communists occurred at Altona, 
a suburb of Hamburg. There were twelve persons killed, and the street 
fighting was said to be heavier than any known since the autumn of 1923. 


July 18th.—Following the severe fighting in the Altona district of 
Hamburg, the Government reimposed the ban on open-air demonstrations 
and processions. It was stated officially that this was only a first step 
and that further drastic measures were being held in reserve. 


Great Britain. 


July 6th_—Sir Ugo Mifsud, Head of the Maltese Ministry, arrived in 
London with several colleagues in order to discuss Maltese affairs with the 
Colonial Secretary. 

July 7th.—In the House of Commons, Mr. Baldwin made a statement 
on the British proposals as regards disarmament. He made it clear at 
the outset that this statement was intended to further and facilitate the 
discussions of the Conference at Geneva and emphasis was laid on the 
fact that British policy was in close sympathy with the Hoover proposals, 
in conjunction with which the concrete proposals put forward were to 
be considered. Briefly the British proposals as enumerated by Mr. 
Baldwin were as follows :—(1) Naval Disarmament. (Especial emphasis 
was laid on British agreement with the American contention as regards 
the interconnection between the three problems of Naval, Military, and 
Air disarmament.) For the future, the maximum size of any capital 
ship to be 22,000 tons, the maximum gun calibre to be 11 inches. In the 
event of this proposal being unacceptable, Great Britain to press for 
| maxima of 25,000 tons and 12 inches. For the future, the maximum size 
of cruisers to be 7,000 tons, the maximum gun calibre to be 6-1 inches. 
(Thus cost of constructing capital ships would be halved and cost of 
maintenance would be greatly reduced. Capital tonnage of British navy 
would be reduced by 195,000 tons, a 20,000 tons increase over the tonnage 
reduction as envisaged by the Hoover proposals.) The maximum size of 
aircraft carriers to be 22,000 tons with maximum gun calibre of 6-1 inches. 
Submarines to be abolished or, failing total abolition, reduction in size 
toa maximum of 250 tons with a limit on total tonnage and numbers. 
Destroyer tonnage to be reduced by about a third or by an amount 
corresponding to the reduction in submarines. (2) Milttary Disarmament. 
(Substantial agreement was expressed with the Hoover proposals but the 
_ rider was added that the British Army had already been reduced to 
below the numbers recognised by President Hoover as being necessary 
for maintaining internal order, without any allowance being made for 
the defence of lines and communications.) Reiteration of the Govern- 
ment’s rejection of chemical and bacteriological methods of warfare. 
Proposal to fix maximum size of mobile guns at 155mm. Contention 
that all tanks weighing more than 20 tons should be abolished, light 
tanks to be allowed. (3) Air Disarmament. Government ready to agree 
to any practical proposals for the preservation of the civil population 
from bombardment from the air. With this end in view, proposal to 
» prohibit all such bombardment of civilians and all bombing save within 

limits to be defined as precisely as possible by an international convention. 
Proposal to limit strictly the unladen weight of all military and naval 
aircraft. (Troop carriers and flying boats to be excepted.) Proposal 
to limit the numbers of such aircraft. 
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Communication at Geneva from Sir J. Simon relative to exposition of 
British disarmament policy. (See League of Nations: Disarmamen; 
Conference.) 

Publication of German Note re import restrictions on coal and reception 
of answering British Note. (See Germany.) 

July 8th.—Final agreement reached at Lausanne. (See Reparations) 

In the House of Commons, the Irish Free State (Special Duties) Bi] 
passed its third reading and was sent to the House of Lords. 

Resignation of two members of the Round Table Consultative Com- 
mittee following announcement of Government’s policy. (See India.) 


July oth.—Final Act of Lausanne signed. (See Reparations.) 
Decision by Round Table delegates to co-operate no further in the 
work of constitution making. (See India.) 


July toth—Endorsement by Council of the All-India National 
Liberal Frederation of decision of the Round Table delegates. (Sve 
India.) 

July 11th.—The Irish Free State (Special Duties) Bill passed through 
all its stages without alteration in the House of Lords. 

In the House of Commons, Mr. Churchill criticised the outcome of the 
Lausanne Conference. 

July 12th.—The final Act of the Lausanne Conference was published 
as a White Paper. (Cmd. 4126). 

In the House of Commons, Mr. MacDonald made a statement on the 
Lausanne Agreement. At the outset he emphasised the fact that 
reparations were over and done with. ‘‘ We have heard the last of 
reparations.” It was beside the point to argue that Germany had done 
well out of the Agreement ; no one European country, under existing 
conditions, could be said to gain or lose individually. The Prime Minister 
dismissed the so-called “‘ Gentleman’s Agreement ” as a journalistic hare, 
pointing out that he had said all that it was necessary to say openly 
from the Chair on July 8th, in answer to Herr von Papen when the 
Chancellor had asked what would happen in the event of a failure to 
ratify the Agreement. He strenuously denied that there had been any 
combining against the U.S.A. In the ensuing debate, Mr. Lloyd George 
pressed for the publication of all the documents relating to the Lausanne 
Agreement, hinting strongly that the employment of semi-secret diplomatic 
methods would prejudice the reception of the Agreement in the eyes 0 
America. Answering Mr. Lloyd George, Mr. Chamberlain stated that 
there was nothing in the least mysterious about the Lausanne negotiations. 
An agreement had been come to with France and Italy, as had only been 
right and natural, to the effect that, if cancellation was possible, then 
there should be all round cancellation but that if cancellation should not 
be possible, then it would be necessary to wait and see. Had America 
been represented at the Conference, then this so-called ‘‘ Gentleman’ 
Agreement ” would not have been necessary. Mr. Chamberlain expressed 
high hopes of American co-operation. Following a reiteration of criticism 
of the Government by Mr. Churchill, Sir John Simon stated that he haé 
asked the other Powers concerned whether they were willing that the 
so-called secret documents should be published. Sir John Simon als 
made it clear that the German delegation had fully appreciated the 
causes underlying the conclusion of the Anglo-Franco-Italian supple 
mentary understanding, thus answering an insinuation put forward by 
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Mr. Lloyd George that this semi secret agreement had been come to behind 
Germany’s back. 

Sir John Simon also dealt with the question of disarmament. Having 
emphasised the fact that there was no underlying rivalry or antagonism 
between the British and American proposals, he stressed the point that 
the goal to which all efforts should be directed was international disarma- 
ment but that, in this connection, it would be both unjust and wrong 
to ignore the disarmament measures which Great Britain had carried 
through in advance, as it were, of the general movement. For the rest, 
Sir John Simon stated that he anticipated good results from the formula- 
tion of the draft on which he was working and which was to set out the 
points on which a maximum degree of agreement had been reached and 
the British intention to work for the abolition of indiscriminate bombing 
was reiterated. 

Mr. Thomas read Agenda of the Ottawa Conference. (See Canada ; 
Ottawa Conference.) 

The Irish Free State (Special Duties) Act, received the Royal Assent. 

An Irish Free State (Special Duties) Order, made under Section I of 
the above Act, was laid on the Table of the House of Commons. Under 
this Order, which was stated to be coming into operation shortly, ad 
valorem duties of 20 per cent. on certain imports from the Free State were 
imposed. 

It was announced that the personnel of the delegation to the forth- 
coming League Assembly was as follows: The Secretary of State for 
Foreign Affairs ; The Minister of Health ; Viscount Cecil of Chelwood ; 
The Financial Secretary to the Treasury; The Under-Secretary for 
Foreign Affairs; and Mrs. Dugdale. 

In answer to a question in the House of Commons inspired by the 
resolution passed by the Bank for International Settlements (See Repara- 
tions, July 11th), Mr. Chamberlain gave an assurance that the Government 
had no immediate intention of returning to the gold standard. He 
further stated that the Government was in no way committed by the 
wording of the resolution. 

Conclusion of Anglo-French Agreement. (See France.) 


July 13th—The delegation to the Ottawa Conference, under the 
leadership of Mr. Baldwin, left London. 

_ In the House of Commons, Sir John Simon announced that a Declara- 
tion had been drawn up between Great Britain and France. The 
Secretary of State for Foreign Affairs explained that this declaration 
was an outcome of the Lausanne Conference, although it was not a part 
of the Lausanne Agreement, it was not a supplementary agreement, nor 
indeed was it even a substantive agreement. It was, he explained, no 
more than an attempt to formulate the spirit which had been born of the 
Lausanne Conference, that is the conception that the whole problem of 
Europe should be dealt with in a spirit of candour and mutual assistance. 
Thus the Anglo-French Declaration constituted an invitation to the other 
principal European Powers to adopt candid and open relations and 
discussions in the political and financial sphere. 

The Declaration covered the following points: (1) Agreement as to 
exchange of views in accordance with the spirit of the League Covenant. 

(2) Co-operation in finding a solution of the disarmament question, 


“which will be beneficial and equitable for all the Powers concerned.” 


(3) Co-operation in the careful and practical preparation of the World 
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Economic Conference. In these three engagements, the co-operation 
of other interested Powers was definitely invited and envisaged. The 
fourth engagement concerned Great Britain and France alone, and was 
to the effect that, pending the negotiation at a later date of a new com. 
mercial treaty, the two countries would avoid any action in the nature 
of discrimination, the one against the other. Sir John Simon stated 
that the Declaration had been communicated to Germany, Italy and 
Belgium, and that these countries had been invited to associate themselves 
with it. The text of the Declaration was issued as a White Paper, Cmd, 
4131. 
In answer to a question put to him in the House of Commons as to 
whether moderate opinion in India believed that the method of the Round 
Round Table Conference had been given up, the Secretary of State for 
India declared that the resignations from the Consultative Committee 
had been due to a misunderstanding. He denied that the pledges given 
by Great Britain in the White Paper had been broken, explained that 
the Joint Select Committee would continue in the spirit of the Round 
Table Conference, and that the Indian representatives on the Committee 
would have the advantage of seeing the specific proposals of the Gover- 
ment upon which Parliament would finally decide, and claimed that a 
strong body of moderate opinion in India was favourable to the new 
Government proposals. 

Statements by M. Herriot re Anglo-French Declaration. (See France.) 

Notice given in the Dail Eireann of counter-proposals to new duty 
imposed on Irish Free State produce. (See Irish Free State.) 


July 14th.—The Italian Government expressed themselves in full 
agreement with the ideas set out in the Anglo-French Declaration of 
July 13th, and stated that they gladly gave their adhesion to the mode 
of treatment of European problems therein proposed. 

The Belgian Government notified its acceptance of the invitation to 
adhere to the Franco-British Declaration. 

An official statement issued from Downing Street and intended to 
remove certain misconceptions made it clear that the Anglo-French 
Declaration could not be interpreted as being in any sense applicable to 
the question of the British debt to the U.S.A. It was pointed out that 
the employment in the Declaration of the words ‘‘ European régime” 
excluded from its purview any questions affecting non-European countries. 

The text of the so-called ‘‘ Gentleman’s Agreement ’’ concluded at 
Lausanne on July 2nd between Great Britain, France, Italy and Belgium 
was issued as a White Paper (Cmd. 4129), together with other documents 
relating to the Conference. The ‘‘ Gentleman’s Agreement ”’ was in the 
form of an initialled procés verbal, which laid it down that the Lausanne 
Final Act would not be ratified by the initialling creditor Powers until 4 
satisfactory agreement had been reached between them and their own 
creditors. Ratification and the consequent coming into force of the 
Agreement with Germany would follow the conclusion of a satisfactory 
settlement. In the event of such a settlement proving impossible of 
accomplishment, it was laid down that it would be considered that 4 
new situation had arisen, and that the Governments concerned would 
have to consult together as to what should be done, the legal position 
as between the Governments being a reversion to the Young Plan. The 
other documents issued included correspondence with the Chancellor 
relative to the submission to him of the procés verbal and the reply 


58 





27 


Mr. MacDonald to Herr von Papen on July 8th, together with a letter 
from the Chancellor of the Exchequer to the French and Italian Finance 
Ministers regarding French and Italian debts to Great Britain. 

A statement was issued from the Treasury intended to remove certain 
misconceptions which had arisen as regards consultation with repre- 
sentatives of the U.S.A. during the negotiations at Lausanne. The 
statement showed very plainly that representatives of the U.S.A. had 
played no part in the negotiations. 

Mr. Norton, leader of the Irish Labour Party, arrived in London in 
order to discuss the existing impasse with members of the British Labour 
Party. The Prime Minister took the opportunity of Mr. Norton’s pre- 
sence in London to confer with him and, at the close of their discussion, 
he authorised him to inform Mr. de Valera that if he should wish to 
discuss the existing situation between the two countries with a view to 
coming to a settlement, he (Mr. MacDonald) would be happy to see him 
in London. 

In reply to a question put to him by journalists in Geneva, Sir John 
Simon stated that M. Herriot, in a communication addressed to him, 
had made it clear that he regarded the initiation of the Anglo-French 
Declaration not merely as a contribution towards an Anglo-French 
Pact, but purely as a plan of European procedure. 

Statement by Sir John Simon in Geneva re implications of Anglo- 
French Declaration. (See Reparations.) 


July 15th.—Mr. de Valera arrived in London in order to discuss the 
situation with Mr. MacDonald. It was understood that the ensuing 
discussions broke down on the question of the composition of the tribunal 
which might be called on to arbitrate on the question of the land annuities 
and other financial matters in dispute. In this connection it was believed 
that Mr. Norton had propounded the suggestion that a body of four mem- 
bers should be set up, two to be nominated by the British Government 
and two by the Free State. This plan, however, provided solely for 
examination, discussion, and report and it was not suggested that its 
findings should have legal force. Hence it did not commend itself to 
the Government. It was understood that Mr. de Valera insisted on 
“freedom of choice” outside the Empire while the Prime Minister was 
equally insistent that the personnel of the arbitral tribunal should be 
drawn from within the Empire. 

The special duties on farm produce from the Free State came into 
orce, 

Emergency Imposition of Duties Bill passed all stages in the Dail. 
(See Irish Free State.) 

July 16th.—An official statement was issued setting out the position 
of the Government regarding the Irish Free State. After recounting the 
offer of arbitration made by the Government on June roth, the Irish 
demands as to the composition of the tribunal, and the proposal put 
forward by Mr. Norton, the statement described the suggestion put 
forward by the Government. This suggestion was founded on the 
willingness of the Government for arbitration by a specially set up body, 
or for further discussion. Pending such action, it was suggested that 
the contested payments should be made, with an understanding that such 
sums should be subject to any ultimate settlement. Upon agreement 
as to the terms of reference or as to further discussion, and upon the 
Payment of the money involved, it was proposed that all present action 
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should be suspended, including the collection of revenue by way of 
special Customs, 
July 18th.—Statement issued by Mr. de Valera. (See Irish Free 


State.) 
The Polish Government intimated its wish to accede to the Franco- 


British Declaration. 


Hungary. 
July 11th.—Extension of credit to National Bank by Bank for Inter- 
national Settlements. (See Reparations.) 


India. 


July 5th.—Communal rioting on a serious scale continued in Bombay. 

The personnel of the delegation to the League Assembly was 
announced. The full delegates were H.H. the Aga Khan, Sir Prabhashankar 
Dalpatram Pattani, and Sir Denys Bray. 

July 6th—It was stated that the casualties resulting from the 
communal rioting in Bombay which broke out on May 14th totalled 
216 killed and 2,677 injured. 

July 8th.—It was announced that Sir Tej Bahadur Sapru and Mr. M. 
R, Jayakar had resigned from the Round Table Consultative Committee. 
The former, in a letter to the Viceroy, stated that he considered that the 
variations effected in procedure by the British Government’s declara- 
tion of policy constituted a change not merely of form of procedure 
but of substance. 

July 9th—The Round Table delegates came to the decision that, 
“in view of the fundamental change in the policy of H.M. Government 
as announced by Sir Samuel Hoare,’’ they could co-operate no further 
in the work of constitution making. Mr. N. M. Joshi stated that he was 
resigning from the Committee. 

July 1oth_—The Council of the All-India National Liberal Federation 
endorsed the decision of the Round Table delegates not to co-operate 
further in the work of constitution making. 

July 13th.—Statement by Sir S. Hoare re resignations from Round 
Table Consultative Committee. (See Great Britain.) 


Irish Free State. 


July 11th._—Passage of Irish Free State (Special Duties) Bill through 
British House of Lords. (See Great Britain.) 
July 12th—Royal Assent given to Irish Free State (Special Duties) 


Act. (See Great Britain.) 

Order imposing duties on certain imports into Great Britain laid on 
Table of British House of Commons. (See Great Britain.) 

July 13th._—In the Dail, Mr. de Valera gave notice of counter-proposals 
to the new British duty on Free State produce. These measures were 
contained in a Bill, the Emergency Imposition of Duties Bill, 1932, which, 
it was announced, was to be passed immediately. The Bill empowered 
the Government to impose inter alia such duties as the Executive Council 
might think fit on any goods imported into the Free State. 
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July x4th.—Arrival of leader of the Irish Labour Party in London. 


(See Great Britain.) 
Invitation to Mr. de Valera to visit London. (See Great Britain.) 


July 15th.—Conversations between Mr. de Valera and Mr. MacDonald. 
(See Great Britain.) 

Entry into force of British Special Duties on imported farm produce. 
(See Great Britain.) 

The Emergency Imposition of Duties Bill passed through all its stages 
in the Dail Eireann. 

July 16th.—Official statement setting out position of British Govern- 
ment as regards Irish Free State issued. (See Great Britain.) 

Mr. de Valera returned after his visit to London. 


July 17th.—Following a Cabinet meeting, Mr. de Valera issued a 
statement on the dispute between the Free State and Great Britain. He 
stressed the point that his Government had immediately acceded to the 
British suggestion that the dispute should be referred to arbitration, 
insisting only on the free selection of nominees by both parties. The 
Government was unable to accept the British contention that the per- 
sonnel of the tribunal should be drawn exclusively from within the Empire. 
Commenting on the alternative to arbitration, agreement as the result 
of further direct negotiations, Mr. de Valera made it clear that his Govern- 
ment could not agree to the British condition that the money in dispute 
should be paid as a preliminary, although the disputed sums were actually 
being paid into a separate suspense account. The statement closed with 
a reiteration of the proposal which, as it was believed, had been put for- 
ward by Mr. Norton, and which, while explaining that its origin was not 
official, Mr. de Valera declared himself as willing to accept. 

July 17th.—Defending his Emergency Duties Bill before the Senate, 
Mr. de Valera claimed that the action which he had taken had been 
launched in no aggressive spirit but that rather it had been forced upon 
him. ‘‘ I have done everything possible,” he said “ except to surrender 
the rights of the Irish People.”’ 


Italy. 


July 6th.—Issue of a communiqué by delegation to Lausanne Conference 
re the reaching of agreement in the matter of international credits. (See 
Reparations.) 

July 8th.—Final agreement reached at Lausanne. (See Reparations.) 

July oth.—Final Act of Lausanne signed. (See Reparations.) 


__ July 14th.—Announcement of acceptance by Italian Government of 
| invitation to adhere to Franco-British Declaration. (See Great Britain.) 


Japan. 


/ July 6th—Count Uchida accepted the post of Foreign Minister and 

was duly installed. He subsequently made a statement on the question 
of the recognition of Manchukuo in which he contented himself with 
saying that Japan would claim what was due to her but that she would 
not act unnecessarily against the interests of others. It was under- 
stood that the Count awaited consultation with the Lytton Commission 
before making a more definite pronouncement. 
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Statement by Chinese Foreign Minister ve Manchurian Customs 
dispute. (See China: External Affairs.) 

July 9th—The Minister of War, General Araki, developed to the 
League Manchurian Commission the thesis that the new Manchurian 
State was necessary both for the safety of Japan and as a barrier against 
the encroachments of communism. He emphasised the fact that recog. 
nition was inevitable and that the restoration of Chinese suzerainty 
would mean a return to former evils. 


July toth—The British proposals for naval disarmament were 
welcomed by naval officials as being more practical than those suggested 
by Mr. Hoover. It was stated, however, that the abolition of sub- 
marines would be entirely unacceptable. 

July 14th.—Following a final conversation with Count Uchida, the 
League Commission prepared for an immediate return to China. It was 
understood that the Government had taken its stand on the separation 
of Manchuria from China. 

July 18th—Count Uchida informed the Prefectural Governors that 
the Government had decided to recognise Manchukuo but that the date 
of recognition had not been fixed. It was stated at the Foreign Office 
that the Government’s policy as regards the recognition of Manchukuo 
would depend largely on the recommendations of the Lytton Commission. 


League of Nations. 


July 5th—Announcement of personnel of Indian delegation to forth- 
coming Assembly. (See India.) 


July 6th.—At a special meeting of the Assembly, a resolution was 
adopted inviting Turkey to become a member of the League. 


July 8th.—The report of the Financial Committee on the work of its 
forty-sixth session was released for publication. 


July toth.—Acceptance by Turkish Legislature of invitation to join 
the League. (See Turkey.) 


July 12th—Announcement of personnel of British Delegation to 
forthcoming Assembly. (See Great Britain.) 


July 15th—At a meeting of the Council, Sir John Simon made a 
statement on the Anglo-French Declaration, stressing the fact the 
Powers concerned were acting in loyalty to the preamble of the Covenant 
and in the hope of contributing to the work of the League. 

The Council subsequently decided to appoint a Committee to do 
the preliminary work for the world economic and monetary conference. 
This resolution was in accord with the invitation extended in the Final 
Act of the Lausanne Conference, and was passed despite certain criticism 
directed against the manner in which the matter had been handled at 
Lausanne. 

The Council adopted a protocol providing for the issue of a loan to 
Austria up to a total of 300,000,000 schillings (£8,000,000 at par). The 
protocol was signed by Great Britain, France, Italy, Austria, and Belgium. 
It was laid down that the conditions of the loan would be approved by a 
committee of guarantor States. The Austrian Government undertook 
to take the necessary measures to re-establish and maintain budgetary 
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equilibrium and to carry out a programme of budgetary and financial 
reforms. 

July 18th—The Turkish Republic was unanimously admitted a 
member of the League at a special sitting of the Assembly. 

It was decided to postpone the annual General Assembly from 
September 5th to September 26th. 


DISARMAMENT CONFERENCE. 


July 5th—The programme for the next meeting of the General Com- 
mittee was considered by a meeting of the Bureau and it was suggested 
that such countries as had not expressed their views on the Hoover 
proposals should be given an opportunity of doing so. Sir John Simon 
was requested to draft, in consultation with the other representatives, 
a resolution setting out the points on which all the nations represented 
were in approximate agreement. Such a resolution, it was argued, would 
form the basis for a definite programme of work for the autumn session. 


July 7th—A communication was received from Sir John Simon 
which was read to the General Committee of the Conference by the 
President. Commenting on the statement by Mr. Baldwin in the House 
of Commons on the British disarmament proposals, Sir John Simon 
made it clear that this exposition was merely an expansion of the observa- 
tions which he had himself made at the Conference following the reading 
of the Hoover proposals. Subsequently an opportunity was given to 
other States to express their views on the Hoover proposals. 

American opinion at Geneva was inclined to regret that the British 
proposals did not include the scrapping of existing capital ships. 

Exposition of British disarmament proposals in British House of 
Commons. (See Great Britain.) 

July 8th.—In the course of two meetings of the General Committee 
of the Conference, eighteen States expressed their views on the Hoover 
proposals. 

July toth.—Reception by Japanese experts of British naval disarma- 
ment proposals. (See Japan.) 

July 12th—Statement in the British House of Commons by Sir 
John Simon. (See Great Britain.) 


July 14th—Sir John Simon received a communication from the 
Soviet representatives stating that they would not accept any disarma- 
ment resolution unless it provided for a minimum reduction of 334 per 
cent. of existing armaments, small countries and countries disarmed by 
treaty excepted. A demand was also made for the abolition of bombing 
aircraft and of tanks and a strict limitation of land and naval guns. 
A further demand was that the Bureau should undertake the drafting 
of practical proposals based on this figure of reduction. 


Luxemburg. 

July 18th.—International Convention for the Lowering of Customs 
Barriers concluded with Belgium and Netherlands signed. (See Belgium.) 
Netherlands. 


July 18th—International Convention for the Lowering of Customs 
Barriers concluded with Belgium and Luxemburg. (See Belgium.) 
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Norway. 


July 12th—The Government declared the formal occupation and 
annexation of Frederick VI Land (a part of East Greenland). 
Danish comment on annexation of Frederick VILand. (See Denmark.) 


July 18th—The Government officially submitted the dispute with 
Denmark over the ownership of parts of East Greenland to the Permanent 
Court of International Justice at the Hague. 


Permanent Court of International Justice. 


July 18th.—Submission by Norway of her dispute with Denmark 
over East Greenland. (See Norway.) 


Peru. 


July 7th—tThe President proclaimed martial law throughout the 
Republic following the outbreak of an insurrection attributed to Com- 
munists. Insurgents took possession of the town of Trujillo. 

July 9th.—Following immediate Government action, troops succeeded 
in cutting off the insurgents. Trujillo was recaptured. 

July 15th.—It was reported that the Government troops, on entering 
Trujillo, had found the traces of a wholesale slaughter. 


Poland. 


July 18th.—Announcement of accession to Franco-British Declara- 
tion. (See Great Britain.) 


Portugal. 


July 5th—Dr. A. de Oliveira Salazar formed his Cabinet. Dom 
Cesar de Sousamendes de Amaral e Abranches became Minister for 
Foreign Affairs. 


Reparations. 


July 5th.—M. Herriot returned to Lausanne and discussion ranged 
round the question of the amount of the bond issue through which 
Germany’s “ reconstruction ’’ payment was to be made. At the end of 
the day it was understood that the original German suggestion of 
2,000,000,000 m. had been increased to 2,600,000,000 m. in order the 
nearer to meet the suggestion of the Creditor Powers. It was understood, 
however, that this tentative German offer had been accompanied by two 
governing conditions of a political nature, neither of which M. Hermot 
felt able even to consider. It was believed that the first of the conditions 
was the inclusion of a clause in the Lausanne agreement annulling Part 
VIII of the Versailles Treaty (the section dealing with reparations and 
including the ‘‘ War Guilt ’’ Clause) while the second was a promise 
relating to equality of treatment in connection with Part V of the Treaty 
(the section dealing with disarmament.) 


July 6th—It was understood that M. Herriot’s alleged refusal to 
consider the German political “‘ conditions ” arose from a misconception 
over their formulation and that, in reality, the French representatives 
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were perfectly ready to discuss the German suggestions. The Bureau 
met again, all six inviting Powers being represented and, subsequently, 
private discussions were resumed. While it was hoped that a compromise 
might be arrived at on the basis of a payment by Germany of 
000,000,000 m. and an agreement on the part of France to the dropping 
of Part VIII of the Treaty, no particular attention being called to Article 
231, the day ended with no agreement being reached. In a communiqué 
issued by the Italian delegation, it was stated that it was understood that 
a basis of understanding had been reached between the Italian and 
British delegates in the matter of international credits and that this 
understanding had removed Italian misgivings. 


July 7th.—Little progress was made, although it was understood that 
the experts of the Powers (France included) were continuing to work on 
drafts with a view to finding a solution upon which final agreement could 
be based. It was understood that the attitude of the French delegation 
towards the German political ‘‘ conditions ”’ had, if anything, stiffened. 
It was generally thought that the amount of the bond issue was not so 
difficult of solution. 

July 8th.—A final agreement was reached among the principal delega- 
tions and the draft setting out the bases of agreement was submitted for 
approval to a plenary meeting of the Conference. The draft contained 
the five following instruments :—(1) Agreement with Germany; (2) 
Transitional measures relating to Germany ; (3) Resolution relating to 
non-German reparations ; (4) Resolution relating to Central and Eastern 
Europe : and (5) Resolution relating to the World Economic and Financial 
Conference. 

Under the first of these instruments Germany agreed to deposit with 
the Bank for International Settlements bonds to the face value of 
3,000,000,000. m. Nothing was to be done with these bonds for three 
years during which time they were to bear no interest. After three years, 
the bonds to be marketed from time to time by the Bank in such amounts 
as it might consider advisable, but only if this could be done without 
injury to German credit, the value of German Government stock to be 
the criterion. In addition to the interest of 5 per cent. on the bonds, an 
additional 1 per cent. to be charged for the sinking fund. The instrument 
only to become operative when it had been ratified by all the signatory 
States. Under the second instrument, the Declaration of June 16th to 
be extended as far as German reparations payments were concerned 
until the ratification of the Agreement. (Subsequently, on July gth, 
Sir John Simon stated that this extension was to cover the suspension 
of payments due in respect of War debts to Great Britain until the Lausanne 
Agreement had either come into force or until it had been decided that 
it would not be possible to ratify it. Similar statements were made on 
behalf of France and Italy.) Under the third instrument, a Committee 
to be set up to settle the questions relating to non-German reparations. 
Pending a settlement, payments to be suspended until December 15th. 
Under the fourth instrument, provision made for a scheme of assistance 
to Austria as a first step towards the economic and financial restoration 
| of Central and Eastern Europe. A Committee to be set up to submit 

proposals for the measures required to the Commission for European 
Union. Under the fifth instrument, the League of Nations to convene 
a World Economic and Financial Conference and to set up a Committee 
of Experts to prepare for it, the U.S.A. to be invited to send representatives. 
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The first instrument, Agreement with Germany, was preceded by a 
“ political declaration” in which it was declared that reparations had 
been swept away. The French Press tended to question the full veracity 
of this declaration, asserting that there existed a secret annex to the 
Agreement in which the Creditor Powers had bound themselves not to 
ratify the Lausanne Agreement unless and until there had been a 
satisfactory settlement of War debts. 

In reply to a question put to him by Herr von Papen, Mr. MacDonald, 
from the Chair, stated that, in the event of the Lausanne Agreement not 
being ratified, a further conference on Reparations would be held. 

Herr von Papen broadcast a message to Germany, expressing his 
satisfaction at the outcome of the Conference. 

Some of the smaller Powers represented at the Conference expressed 
dissatisfaction on the score that they had not been afforded time enough 
in which to study the implications of the draft of the Agreement. 

July oth—The Final Act was signed at a Plenary Session of the 
Conference. A striking testimony to the work of the Chairman was paid 
by M. Herriot, following Mr. MacDonald’s closing speech. It was 
announced that M. Theunis (Belgium) would be Chairman of the Committee 
on non-German reparations and M. Georges Bonnet (France) of the 
Committee on Central and Eastern Europe. 

Reports appeared in the Press that a ‘‘ Gentleman’s Agreement ” 
had been entered into between the Creditor Powers to the effect that they 
would not ratify the Lausanne Agreement until they had obtained a 
satisfactory arrangement with their own Creditors. It was understood 
that the German delegation had been notified of this agreement. It 
was also suggested that an undertaking had been entered into by Great 
Britain in regard to the French and Italian debt War agreements to the 
effect that the execution of payments should remain suspended until the 
Lausanne Agreement should have been ratified or until it had been 
agreed that it was impossible to ratify it. 

July toth.—Reaction of German political parties to the Agreement. 
(See Germany.) 

July 11th—The Board of the Bank for International Settlements 
passed a resolution declaring its readiness to accept the functions attributed 
to it by the Lausanne Agreement. Subsequently, in a resolution on 
general monetary policy, the Board gave expression to its unanimous 
opinion that the gold standard remained the best available monetary 
mechanism and the one best suited to make possible the free flow of 
world trade and of international finance. In order to further the return 
of countries to the gold standard, the resolution advocated Government 
action to restore freedom in the movement of goods, completion of the 
reparation question by the reaching of a War debt solution, and the 
maintenance of internal economies. Substantial agreement was expressed 
with the conclusions of the Report of the League Gold Delegation of 
June, 1931. 

After consideration of a report on the finances of Austria and Hungary, 
the Board of the Bank for International Settiements decided to renew 
the Bank’s credit to the Austrian, the Hungarian, and the Jugoslavian 
National Banks. 

July 12th—Statement by Mr. MacDonald in the British House of 
Commons on the Lausanne Agreement and subsequent debate. (Se 
Great Britain.) 
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Statement in British House of Commons by Mr. Chamberlain re 
resolution passed by Bank for International Settlements. (See Great 
Britatn.) 

July 13th.—Statement by Sir John Simon re Anglo-French Declaration. 
(See Great Britain.) 

July 14th.—In an interview with journalists in Geneva, Sir John 
Simon made it clear that the Anglo-French Declaration on European 
co-operation had no organic connection whatsoever with the Lausanne 
Agreement. 

Publication in Great Britain and France of text of ‘‘ Gentleman’s 
Agreement ” together with relevant documents. (See Great Britain.) 


Sweden. 


July 5th—The Government announced that, in view of the expression 
by the German Government of its desire to be relieved from the Swedish- 
German Maritime Treaty of May 14th, 1926, and from the supplementary 
Treaties, agreement had been reached whereby these should be allowed 
to expire on February 15th, 1933. 


Turkey. 


July 6th.—Resolution passed by League Special Assembly ve admission 
to League. (See League of Nations.) 


July 10th —The Grand National Assembly voted unanimous accept- 
ance of the invitation to the country to join the League of Nations. 


July 18th.—Unanimous admission to the League of Nations. (See 
League of Nations.) 


Uruguay. 


July 14th.—It was officially announced the Government had broken 
off diplomatic negotiations with the Government of the Argentine 
following incidents connected with the courtesy visit of a Uruguayan 
warship to Buenos Aires. It was further announced that the U.S.A. 
had offered mediation. 

Severance of relations by Argentine Government. (See Argentina.) 


U.S.A. 


July 7th.—Mr. Stimson warmly welcomed the exposition of the 
sritish disarmament proposals, declaring that they accorded well with 
= principles and aspirations which underlay the proposals of President 

oover, 

Exposition of British disarmament proposals. (See Great Britain.) 

Senator Shipstead introduced a resolution proposing the cancellation 
of War debts in the event of the Nations of the World agreeing to pro- 
gressive disarmament at the rate of five per cent. per year for a period 
of ten years. The resolution also made the cancellation of War debts 
conditional upon the agreement of foreign Nations to abolish construction 
lor military purposes for thirty years and upon the cancellation of 
reparations. 
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July gth.—Following persistent rumours in the Press of an inclination 
on the part of the Government to lean in the direction of the cancéflation 
of War debts as a compliment to the signature of the Lausanne Final 
Act, and in view of the strong and conflicting sentiments of those in 
Congress and in the Senate opposed to cancellation, an authoritative 
statement to the Press was made by Mr. Castle, Under-Secretary of 
State. This announcement, while welcoming the Agreement come to by 
the Lausanne ConfereitcG,,made it abundantly clear that the Govern- 
ment, in the matter of "War debts, retained the attitude defined in the 
President’s statement of June 20th, 1931. (It will be remembered that, 
in this statement, which concerned the proposed moratorium on inter- 
Governmental debts, the President declared that he did not approve 
“in any remote sense of the cancellation of debts tous. World confidence 
would not be enhanced by such action. None of our debtor Nations 
has ever suggested it. But as the basis of settlement of these debts 
was capacity under the normal conditions of the debtor to pay, we 
should be consistent with our own policies and principles if we take into 
account the abnormal situation now existing in the world. I am sure 
the American People have no desire to attempt to extract any sum 
beyond the capacity of any debtor to pay.’’) 

Senator McKellar introduced a Resolution declaring that Congress 
alone was empowered to modify debt agreements and that it was the will 
of Congress that such modifications should not be made. 

July 13th—Successful termination of negotiations with Canada 
concerning a St. Lawrence Waterway Agreement. (See Canada.) 

July 14th.—In a letter to Senator Borah, the President made it very 
clear that the United States had not been consulted regarding the 
Lausanne Agreement, that it was not a party to this Agreement, nor 
was it in any way committed by it. This announcement was designed 
finally to scotch the persistent rumours that the Creditor Powers had 
consulted with the U.S.A. before signing the Lausanne Final Act. 

Statement issued from Treasury ve the U.S.A. and the Lausanne 
Negotiations. (See Great Britain.) 

July 18th.—The St. Lawrence Waterway Treaty, concluded with 
Canada, was signed in Washington. The Treaty provided for works 
designed to provide for a 27 ft. waterway from the Great Lakes to the 
sea down the St. Lawrence River at a cost of about £110,000,000. An 
extensive power project was also involved. 


U.S.S.R. 

July 7th.—Finnish ratification of Pact of Non-Aggression and Treaty 
of Conciliation. (See Finland.) 

July 14th —Communication to Sir J. Simon re disarmament proposals. 
(See League of Nations : Disarmament Conference.) 


Yugoslavia. 


July 11th.—Extension of credit to National Bank by Bank for Inter- 
national Settlements. (See Reparations.) 





Wightman & Co., Ltd., Printers, Dugdale Street, S.E.5, and Regency Street, S.W. 1. 








